The cross-sectional relationship between the fundamental variables and returns of Hang Seng Index constituent stocks of Hong Kong stock market. by Ho, Man Shing William. & Chinese University of Hong Kong Graduate School. Division of Business Administration.
THE CROSS-SECTIONAL RELATIONSHIP 
BETWEEN THE FUNDAMENTAL VARIABLES 
AND RETURNS OF HANG SENG INDEX CONSTTTUENT STOCKS 
OF HONG KONG STOCK MARKET < f ^ / 
/ s j \ 
、 — ） b y 
HO MAN SHING, WILLIAM 
何萬成 
MBA PROJECT REPORT 
Presented to 
The Graduate School 
In Partial Fulfilment 
of the Requirements for the Degree of 
MASTER OF BUSINESS ADMINISTRATION 
THREE-YEAR MBA PROGRAMME 
THE CHINESE UNIVERSITY OF HONG KONG 
May 1996 
^ ^ 统 系 館 書 
fefrToEt im j | | (； i L 
^V~UNIVERSITY~/M 
^ K u b r a r y s^sim/^r 
u 
APPROVAL 
Name: Ho Man-shing? William 
Degree: Master of Business Administration 
Title of Project: The Cross-sectional Relationship 
between the Fundamental Variables 
and Returns of Hang Seng Index Constituent Stocks 
of Hong Kong Stock Market 
Dr. DENNIS K K FAN 
Date Approved: ( , ^ ^ 
i 
ABSTRACT 
This research project examines the cross-sectional relationship between the returns 
of the Hang Seng Index constituent stocks and the four fundamental variables，namely, 
earnings to price ratio, natural logarithm of market capitalisation, book-to-market ratio and 
cash flow yield. 
In the previous studies in the U. S. and Japan, those four fundamental variables have 
been found to be statistically significant with the returns of the stocks. Similar studies have 
not been carried out on the Hong Kong stocks. This research project employs the high 
quality accounting information and prices of the Hong Kong Hang Seng Index constituent 
stocks during the period from 1988 to 1994. The period from 1988 to 1994 is chosen 
because the annual reports of Hang Seng Index constituent stocks are complete and the 
market crash in October 1987 is excluded so that the data consistency is not affected. 
Differing from previous studies, this research project avoids both the survivorship 
bias and look-ahead bias. As the data includes the delisted companies, there is no 
survivorship bias whicli may result in misleading conclusions. Moreover, in order to avoid 
the look-ahead bias，the stock prices were taken three months later than the end of financial 
year. 
The research has been conducted at both security and portfolio levels. Univariate 
analysis does not give clear monotonic results. Regression analysis at security level produces 
significant results. 
ii 
Moreover, regression analysis at portfolio levels produces results that are 
independent of the order of the agglomeration of the fimdamental variables. If only one 
fimdamental variable is enq)loyed in the portfolio formation, the results of regression analysis 
are dependent of the specification of the ftindamental variable. On the other hand, if more 
than one fimdamental variable is enqjloyed in the portfolio formation, the results of 
regression analysis are independent of the specification of the fimdamental variables. 
Earning to price ratio, natural logarithm of market capitalisation, book-to-market 
ratio are found to be significant. The cash flow yield is subsumed by the influence of the 
earning to price ratio. This is different from the finding obtained in Japan. As shown in this 
research project, cash flow yield is not significant with respect to the stock return. 
The selection of the financial variables is motivated by the previous studies in the U. 
S. and Japan. From the results of the research project, earning to price ratio, natural 
logarithm of market capitalisation, book-to-market ratio as well as the formation of portfolio 
should be taken into consideration in the model predicting the subsequent realised return. 
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The conventional version of Capital Asset Pricing Model (CAPM) postulates a 
linear relationship between the expected return of a stock and its risk. 1 However, a lot of 
empirical studies have shown that CAPM does not agree well with the reality. Since the 
late seventies in the U. S., large volume of research work involving statistical models 
have been done on the factors that might be associated with the 'abnormal' return which 
is not adequately explained by the CAPM. Financial ratios deriving from the annual 
reports have been widely used in those statistical models. 2 
As a matter of fact, throughout the year, the most reliable and valuable 
information to the investors is the annual report of the company. The annual report will 
reflect the past performance of the company and give hints of the future development to 
the investors. In order to examine the annual reports of different companies, financial 
ratio analysis is adopted. Generally speaking, there are two reasons of using financial 
ratio in analysis. First of all, using financial ratios can control the effect of size on the 
financial variables being examined. Secondly, the industry wide factors can also be 
controlled. Similar to benchmarking, the financial ratios can provide a companson 
between the subject firm and its related industry. 
In U. S., voluminous research work has been done on the cross-sectional 
behaviour of stock return to the financial ratios. Evidence showed that the financial 
ratios of firm size, earnings yield, cash flow yield, and book-to-market ratio bear 
significant relationship with the return of the stock. For sake of brevity, these four 
variables are termed as 'fundamental variables'. 
2 
Objectives of Research Project 
The purpose of this research project is to explore the cross-sectional 
predictability of returns of the Hang Seng Index constituent stocks of Hong Kong stock 
market, using the following financial ratios: earnings yield, natural logarithm of market 
capitalisation, book-to-market ratio of equity and cash flow yield. Theoretical analysis of 
the results is beyond the scope of this research project. The results of the research project 
will be coirqpared with the findings ofU. S. and Japan. 
Fama (1991)12 pinpoints that any correlation between the fundamental variables 
and returns could be explained as a result of the market inefficiency or the fundamental 
variables proxying for omitted risk factors in the CAPM model. It is difficult to resolve 
either over time or cross-sectionally this ambiguous 'dual' nature of the problem. 
Nonetheless, documenting the predictability of the returns by the fundamental 
variables will lead to a better understanding of the security prices. Consequently, it helps 
making financial investment decisions. Moreover, the results will provide hints of the 
selection of financial ratios for financial investment analysis. The financial ratio usefiil to 
the investor should not only be robust to time period and sample composition, but also 
subsume the another. In other words, this research project will try to identify statistically 
significant and economical financial ratios as indicator in the financial investment 
analysis. 
3 
Thus, this research project is to explore: 
1. the significance of earnings yield, natural logarithm of market 
capitalisation, book-to-market ratio and cash flow yield with respect to 
the subsequent realised return, 
2. the effect of the models at both security and portfolio levels, 
3. the effect of the order of the agglomeration of the ftmdamental variables 
at portfolio level, and 
4. the effect of the different combination of the fimdamental variables at 
portfolio level. 
The objectives of this research project are to: 
1. examine the relationship between the stock return and the four 
fundamental variables, 
2. identify the statistically significant and economical financial ratios as 
indicator in the financial investment analysis, 
3. explore the 'missing factors' that proxy the risk which are not specified in 
the capital asset pricing model, and 




Research work in the U. S. 
Banz (1981)4 and Reingammi (1981)19 show that the size is dominant when 
compared with the earning yield. On the contrary, Basu (1983)7 finds that the earnings 
yield subsumes the size effect 
Banz and Breen (1986)5 address the problems of the look-ahead bias and ex-post 
selection bias (also known as survivorship bias) associated with the stock market 
research. The look-ahead bias refers to the time delay between accounting period and the 
actual date that the accounting information is available to the market. Besides, the ex-
post selection bias occurs when the stock database contains information of those viable 
comqpanies only, but ignoring those have merged or ceased to exist. Those two biases 
erroneously hinder the ability of the fundamental variables to predict return perfectly. 
Moreover, Banz and Breen find that the earnings to price effect disappears after 
adjustment is made to the data to eliminate the two biases. This result agrees with that of 
Reinganum (1981)19. 
Besides studying the relationship of the size and earnings yield with the stock 
return, others explore similar fimdamental factors. Bemald (1989)8 and Jeffrey Jaffe 
(1989)14 also find that there is a relationship between the return and the cash flow yield. 
Paul Barnes (1987)21 and Baruch Lev (1990) summarise the findings about the 
relationship between return and fundamental variables. It is axiomatic from the research 
reviewed that it is assumed that those financial ratios are good indicators of a firm's 
financial and business performance and characteristics and that they may be used to 
forecast fixture performance and characteristics. 
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Eugene (1992) 1 finds that the two easily measured variables，size and book-to 
market equity, combine to capture the cross-sectional variation in average stock returns. 
James L. Davis (1994)13 provides evidence from the pre-COMPUSTAT data that the 
book-to-market equity, earnings yield and cash flow yield have significant explanatory 
power with respect to the cross-section of realised stock returns. J. Berk (1995) 15 
demonstrates that size effects in asset prices are not anomalies and suggests that market 
value related measures should be used to increase the power of an enqjirical test. 
In accordance with the efficient market hypothesis, the existence of such 
relationship between return and fimdamental variables seems to contradict with the 
hypothesis. However, Fama (1991)12 argues that the correlation between fundamental 
variables and return of the stock does not violate the efficient market hypothesis. More 
probably, these variables are proxying for the variation in the market risk premium. 
The findings generally reveal a positive relationship between equity return and 
earnings yield, cash flow yield and book-to-market ratio, and a negative relationship 
between equity return and size. 
Research work in Japan and H. K. 
In Japan, similar work has been done about the relationship between the stock 
return and financial ratios. Louis K C. Chan (1991, 1993)17'18 reveals that there is 
significant relationship between the returns on Japanese stocks and the four fundamental 
variables: earnings yield, size, book-to-market ratio and cash flow yield. Among the four 
variables, the book-to-market ratio and cash flow yield have the most significant positive 
intact on expected returns. 
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In Hong Kong, Laurent (1979)16 identifies that the ten financial ratios can contain 
conqjlete information about a firm. Though Au Yeung Kin Cheong (1987)3 finds that 
there is no consistent and strong relationship between the financial ratios and the risk, 
Chu Yee-mon (1992) reveals that there is evidence between the earning yields and the 
return of the subject firm. 
It is noted that those studies in Hong Kong do not cater for survivorship bias and 
look ahead bias. Furthermore, the financial ratios adopted in those studies on Hong 
Kong stock market do not cover all the four variables in the studies of the U. S. and 
Japan, i.e. earnings yield, size, book-to-market ratio and cash flow yield. The 
relationship between market return and those four variables is worth of examining. The 
results may give the insight to the similarities and differences of the Hong Kong stock 




The research project will be conducted in a manner similar to those in the U. S. 
and Japan. Thus, a comparison of the findings can be made. In this research project, the 
33 Hang Seng Index constituent stocks during the period from 1988 to 1994 will be 
examined. The list of Hang Seng Index constituent stocks during the period from 1988 
to 1994 is shown in Appendix A. Hang Seng Index constituent stocks have detailed 
record and percentage share of total market capitalisation around 70%. To be eligible to 
be a Hang Seng Index constituent stock, a stock has to have its principal operational base 
in Hong Kong, and meet a minimum market value and a minimum turnover value. This 
makes it difficult if not impossible for a few investors to manipulate the movement of the 
Hang Seng Index constituent stock. In addition, the requirement of minimum turnover 
value ensures that the quoted prices of the these stocks reflect their true market value. Li 
fact, previously, some listed stocks recorded zero transactions, thus the quoted prices of 
those stocks may not reflect their true market values. 
The data employed in the research project includes the Hang Seng Index 
constituent stocks between 1988 and 1994. During this period, the annual reports are 
coir^lete. In addition, the market crash in October 1987 which greatly affects the results 
of the research project is excluded. 
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Moreover, this research project includes the delisted Hang Seng Index 
constituent stocks, thus avoiding the survivorship bias. The stocks are considered to be 
delisted in two senses: because of merger or liquidation, such as Cavendish Inteniational 
Holdings Ltd., or because of failure to meet the criteria as a Hang Seng Index constituent 
stock, such as Kowloon Motor Bus Co. (1933) Ltd. 
Neglecting the delisted stocks, the previous studies in Hong Kong only analysed 
those stocks that were in existence over the period and may have misleading results. 
Those studies suffer from survivorship bias which, as Banz and Breen (1986)5 find, will 
lead to distorted results. Survivorship bias refers to those misleading conclusions 
resulting from the sample excluding those stocks which were delisted because of merger 
or liquidation over the research project period. 
In order to avoid the 'look-ahead" biased results, the closing stock price taken 
was three months later than the end of the fiscal year. After the end of the fiscal year, the 
firm will certainly publish the annual report within 3 months. Taking the stock price three 
months later can avoid the announcement effect of the publishing of the annual reports. 
In Hong Kong, most of the companies will have their fiscal years ending on 31 
December. Thus, the ending stock prices on 31 Marcli will be used to establish the 
ftuidamental variables. The results will be on the conservative side. 
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Research design 
As Hang Seng Index constituent stocks between 1988 and 1994 are examined, 
totally there are six sets of data. The stocks in 1989 form the first set of data. Accounting 
information from the annual reports of those Hang Seng Index constituent stocks in 
1988 will be extracted. Stock prices at the end of March 1989 will be used to establish 
the fimdamental variables. Thereafter, the analysis will be carried out for the period of 
March 1989 to February 1990. Though the fimdamental variables vary monthly as a 
result of the change of the stock prices, the accounting information will only be updated 
annually in March. In this manner, six sets of data will be established for the Hang Seng 
Index constituent stocks for all the years from 1989 to 1994. 
The following fimdamental variables will be adopted: 
(1) Rate of Return, R = (P2- Pi) / Pi 
where Pi = the price of the stock at the end of the previous month 
P2 = the price of the stock at the end of the current month 
(2) Earnings to Price Ratio (E/P) = Earnings per share / Price per share 
(3) Natural Logarithm of Market Capitalisation (LS) 
=Natural Logarithm (Price x Number of outstanding shares) 
(4) Book-to-market Ratio (B/M) = Equity per share / Price per share 
(5) Cash Flow Yield (C/P) = Cash flow per share / Price per share 
All the prices are adjusted for subsequent capital actions, such as bonus issue, 
dividends, stock split and right issues. In line with the general perception, the monthly 
rate of return is mainly affected by the change in market value rather than by dividends 
and bonus issues. 
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Earnings to price ratio represents the earnings yield of the stock. The earnings 
per share are calculated on the profit after taxation, outside interests and preference 
dividends and on the weighted average number of ordinary shares. Cash flow is the sum 
of earnings and depreciation where equity is the sum of paid-in capital and reserve 
account. Market capitalisation represents the size of the firm 
The research project will be carried out at two levels, namely, 
• at the security level, and 
• at portfolio level. 
At the security level, the analysis is straight forward. Univariate analysis and 
multivariate analysis will be conducted to test the predictability of the variables. 
Formation of portfolios 
At the portfolio level, the grouping of the securities will be similar to the studies 
in Japan. However, due to the number of Hang Seng Constituent Stock is 33 only, 
grouping can only be done at maximum two levels. Two different grouping approaches 
will be adopted: . 
• grouping in respect of one fundamental variable and 
• grouping in respect of a combination of two fiindamental variables. 
For the grouping in respect of one fundamental variable, the stock will be ranked 
based of the magnitude of a particular fiindamental variable. Four portfolios with equal 
weighting of the stocks will be formed from the Hang Seng Index constituent stocks. 
Thereafter, univariate analysis and multiple regression analysis will also be conducted. 
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For the grouping in respect of a combination of two fundamental variables, the 
grouping is similar to the previous one. Among the four fimdamental variables, a 
combination of two variables will be taken as the basis. First of all, the stocks are ranked 
and divided into three groups with respect to the value of earnings yield. All three groups 
will contain equal numbers of stocks with increasing earnings. 
Each of those three group will again be sorted into three groups in increasing 
order of market capitalisation. Each portfolio will consist of equal weighting of the 
stocks. In this manner, there will be totally 3 x 3 = 9 portfolios. Thereafter, multiple 
regression analysis will also be conducted. 
Univariate Analysis 
Univariate analysis will be conducted at portfolio level only. The four 
fimdamental variables will be examined in order to identify the relationship between each 
variable and return. 
Regression Analysis 
Regression analysis will be conducted at both security and portfolio levels. 
Partial sets of the fundamental variables are formed. The regression analysis will help to 
disentangle the impact of various variables on the return. Regression will be carried out 
by the software, SPSS for Windows Release 6.0, nmniiig on a PC. The regression model 
is: 
Rpt-Rft = a0 + Pp(HSIt) + ai(E/P)pt + a2(LS)pt + a3(B/M)pt 
+ a4(C/P)pt + ept 
where p = security or portfolio, t = sanq>ling period. 
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The dependent variable is the return on security or portfolio in month t, Rpt, less 
the risk free rate in month t, Rft. The Hong Kong dollar 1-month inter-bank offer rate 
(HIBOR) is taken as risk free rate in month t, Rft. Hang Seng Index is used to proxy the 
market return. HSIt is return on the Hang Seng Index during the month t, and HSIt = 
(HSI2 - HSIi) / HSIi, where HSIi = the Hang Seng Index at the end of the previous 
month and HSfc = the Hang Seng Index at the end of the current month. 
The fimdamental variables in the regression consist of (E/P)pt? the average 
earnings yield; (LS)pt? the average of the natural logarithm of market capitalisation; 
(B/M)pt? the average book-to-market value and (C/P)pt, the average cash flow yield. All 
the accounting information for those four fimdamental variables will be updated 
annually. 
In order to establish the predictive model, the fimdamental variables of the 
previous month are used. This means in the current month, the returns from the stock 
and Hang Seng Index will be calculated based on the difference of the closing value in 
current month and that in previous month divided by the closing value in the previous 
month. The fimdamental variables calculated in the previous month will be plugged into 
the model. Thus, the regression model will be predictive in nature. 
Data collection 
The adjusted stock prices and fundamental variables are obtained from the 
conqmter data-base 'Data-Stream'. Missing data will be supplemented by the annual 
reports of the conqjanies and 'Wardley Cards' data sheet published by Wardley Data 
Services Limited. Data of the monthly Hong Kong dollar 1-month inter-bank offer rate 
(HIBOR) are obtained from the Hong Kong Monthly Digest of Statistics published by 




Univariate analysis of returns and fundamental variables 
In Table 1，the average monthly excess returns over the risk free rate and 
characteristics of fundamental variables at the portfolio level are shown. In each panel, 
the stocks are grouped by a different fimdamental variable on annual basis. The grouping 
is based on end of March values. For each fimdamental variable, four portfolios each 
with about 9 stocks are formed. Figure 1 depicts the relationship between the excess 
return over risk free rate and the fimdamental variables. 
Figure 1 
Relationship between Average monthly excess return over risk free rate and earning to 
price (E/P) ratios, the natural logarithm of market capitalisation (LS), book-to-market 
(B/M) ratios, and cash flow to price (C/P) ratios, for portfolios sorted each March by the 
four different fimdamental variables over the period from 1989 to 1994 for the Hang 
Seng Constituent Stocks. 
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Table 1 
SUMMARY OF STATISTICS FOR PORTFOLIOS 
SORTED BY FUNDAMENTAL VARIABLES 
Average monthly excess return over risk free rate (standard deviations in parentheses), 
earning to price (E/P) ratios, the natural logarithm of market capitalisation (LS), book-
to-market (B/M) ratios, and cash flow to price (C/P) ratios, for portfolios sorted each 
March by the four different fundamental variables over the period from 1989 to 1994 for 
the Hang Seng Index Constituent Stocks. 
Panel A : Portfolios sorted by earnings to price ratio 
Portfolio 1 2 3 4 
Excess Return 0.0081 0.0105 0.0138 0.0121 
(0.0828) (0.0762) (0.0951) (0.0853) 
E/P 0.0460 0.0697 0.0860 0.1167 
LS 23.7625 23.4050 23.4880 23.2521 
B/M 0.6534 0.6592 0.7122 0.7373 
C/P 0.0548 0.0838 0.1098 0.1319 
Number of samqple 72 72 72 72 
Panel B : Portfolios sorted by market capitalisation 
Portfolio 1 2 3 4 
Excess Return 0.0073 0.0086 0.0145 0.0140 
(0.0748) (0.0907) (0.0954) (0.0809) 
E/P 0.0892 0.0814 0.0727 0.0700 
LS 22.1551 23.1306 23.9409 24.8820 
B/M 0.7205 0.8253 0.6801 0.5278 
C/P 0.1026 0.1037 0.0821 0.0858 
Number of san^)le 72 72 72 72 
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Table 1 (continued) 
Panel C : Portfolios sorted by book-to-market ratio 
Portfolio 1 2 3 4 
Excess Return 0.0077 0.0127 0.0135 0.0106 
(0.0734) (0.0840) (0.0837) (0.0990) 
E/P 0.0077 0.0127 0.0135 0.0106 
LS 23.5175 23.7731 23.5047 23.1430 
B/M 0.1832 0.4809 0.8190 1.3377 
C/P 0.0831 0.0953 0.0955 0.1027 
Number of sarr^le 72 72 72 72 
Panel D : Portfolios sorted by Cash Flow to Price Ratios 
Portfolio 1 2 3 4 
Excess Return 0.0080 0.0149 0.0113 0.0102 
(0.0837) (0.0878) (0.0843) (0.0828) 
E/P 0.0471 0.0714 0.0885 0.1117 
LS 23.7889 23.6597 23.1308 23.3250 
B/M 0.6654 0.7586 0.6257 0.7109 
C/P 0.0531 0.0789 0.0993 0.1491 
Number of sarcqple 72 72 72 72 
• L 
16 
In panel A of Table 1 which considers the E/P ratio, the third portfolio out-
performs the other three portfolios. Though E/P, B/M and C/P ratios are increasing from 
portfolio 1 to 4, the LS is found to reach the peak at portfolio 3. The LS may affect the 
monotonic relationship between the excess return and E/P ratio. 
Li panel B of Table 1 which considers the market capitalisation, LS, the third 
portfolio again out-performs the other three portfolios. E/P shows a clear monotonic 
decreasing trend while the B/M and C/P do not show any clear pattern. 
In panel C of Table 1 which considers the book-to-market ratio, B/M, the third 
portfolio again out-performs the other three portfolios. C/P increases with B/M. E/P and 
L/S also increase with B/M up to third portfolio. This reflects that E/P and LS may be 
dominant in this model and influence the effect of B/M. 
In panel D of Table 1 which considers the cash flow to price ratio, C/P, the 
second portfolio out-performs the other three portfolios. The E/P increases with C/P 
while LS does not show clear trends. Furthermore, the trend of B/M is similar to the 
pattern of return, i. e. the peak is at second portfolio with decreasing values on both sides. 
From the univariate analysis, no clear monotonic relationship is observed 
between the excess return over the risk free rate and the four fundamental variables. 
Roughly speaking, the excess return over risk rate varies directly with E/P, LS and B/M, 
but inversely with C/P. 
With respect to the excess return over risk foe rate, inter-relationship among 
four fimdamental variables is observed. Thus a regression analysis is required to 
disentangle the effects of the fimdamental variables. 
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Regression analysis of returns and fundamental variables 
Regression analysis will be conducted at the following levels: 
(I) At security level; 
(n) At portfolio level with portfolios being formed by means of ranking in terms of 
different fiindamental variables; and 
(HI) At portfolio level with portfolios being formed by means of ranking in terms of 
two different fundamental variables. 
Security level regression analysis of returns and fundamental variables 
At security level, regression analysis will be carried out on all the data. 15 
different regression models are used to disentangle the effects of the fiindamental 
variables. Table 2 shows correlation between the regressorsinthe regression model. The 
regression results are shown in Table 3. Also, a copy of the print-out of the regression 
results is shown in Appendix B. 
Table 2 
SECURITY LEVEL 
CORRELATION BETWEEN THE REGRESSORS 
IN THE REGRESSION ANALYSIS 
E/P LS B/M C ^ 
LOO 
LS -0.435 1.00 
(0.000) 
B/M 0.311 -0.294 1.00 
(0.000) (0.000) 
C/P 0.714 -0.307 0.223 1.00 
(0.000) (0.000) (0.000) 
(the numbers in parentheses are one-tailed significant levels, i.e. probabilities that the 
correlation = 0) 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios，at security level with financial information being updated in each March 
over the period from 1989 to 1994 for the Hang Seng Index Constituent Stocks. 
Model R Square E ^ LS B/M C/P 
T 0.6282 0.0570 
(0.0834) 
2. 0.6279 0.0013 
(0.2452) 
3. 0.6290 0.0036 ^ 
(0.1692) 
4. 0.6277 0.0086 
(0.7008) 
T 0.6289 0.0908 0.0026 
(0.0130)* (0.0335)* 
6. 0.6283 0.0476 0.0024 ^ — 
(0.1695) (0.3772) 
7. 0.6284 0.0976 -0.0386 
(0.0377)* (0.2252) 
8. 0.6284 0.0019 0.0049 
(0.1015) (0.0727) 
~9. 0.6280 0.0015 0.0182 
(0.1789) (0.4370) 
~10. 0.6280 0.0035 0.0019 
(0.1861) (0.9337) 
"TT 0.6292 0.0805 0.0029 0.0036 —— 
(0.0313)* (0.0198)* (0.1933) 
~12. 0.6291 0.1319 0.0026 -0.0390 
(0.0079)* (0.0329)* (0.2203) 
0.6285 0.0882 0.0024 -0.0386 
(0.0672) (0.3771) (0.2252) 
~\A. 0.6285 0.0020 0.0047 0.0124 
(0.0859) (0.0890) (0.5994) 
"15^  0.6293 0.1217 0.0029 0.0036 -0.0390 
(0.0154)* (0.0194)* (0,1928) (0.2197) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
* Denotes significant at the 5% level. 
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As shown in the Table 2, The E/P and C/P are found to be highly correlated with 
r = 0.714. This is expected because C/P is measured in term of the sum of earning per 
share and depreciation per share. 
In Table 3, models 1 to 4 show the fundamental variables, except C/P, have 
significantly strong and positive influence of the subsequent realised returns. As all four 
fimdamental variables have positive influence, this does not Mly agree with the findings 
in the univariate analysis which suggests C/P has negative relationship with the 
subsequent realised returns. The discrepancy will be examined in the regression analysis 
with portfolios being ranked by different fimdamental variables. 
Models 5 to 10 examine the effect of the combination of two fimdamental 
variables at one time. When E/P and LS are put together, both variables become 
significant, and the R square value is the highest among models 5 to 10. Similarly, when 
LS is put together with either B/M or C/P, i.e. models 8 and 9, the significance of 
coefficients and R square value inqjroved. 
On the contrary, when B/M is put together with either E/P or C/P, i.e. models 6 
and 10, the coefficients become not as significant as each variable stands alone. On the 
other hand, when C/P is introduced to E/P in model 7, the coefficient of C/P changes 
sign. The effect of C/P is subsumed in the data sample by the influence of the E/P. This 
finding is different from the study in Japan which finds that the effect of E/P is subsumed 
by the influence of the C/P. 
Models 11 to 14 examine the effect of the combination of three fimdamental 
variables at one time. The R square value of model 12 is the largest among the 4 models 
and the coefficients are very significant. 
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In model 15, all four fimdamental variables are taken simultaneously. From the 
result in model 15, it can be found that C/P is not significant whilst the other three 
fundamental variables are rather significant. When the model 15 is conqjared with model 
11，it can be found that the introduction of C/P does not irr^prove the model significantly. 
From the above findings, the E/P, LS and B/M are found to be significant in all 
models. But the C/P is not found to be significant. 
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Portfolio level regression analysis of returns and fundamental variables 
(ranked by different fundamental variables) 
In order to corr^are with regression analysis with that of univariate analysis, the 
formation of portfolios will be similar to that of univariate analysis, i.e. in terms of 
different fimdamental variables. 4 portfolios will be formed from the 33 Hang Seng Index 
constituent stocks annually in terms of one of the four fundamental variables. The stocks 
will be ranked in increasing magnitude of a particular fijndamental variables and then 
divided into four groups to form portfolios. Tables 4 to 7 show the regression results. 
In Table 4, the portfolios are formed in terms of E/P only. Models 1 to 4 show 
that the individual fimdamental variables are significant except B/M. E/P, B/M and C/P 
have positive relationship with the subsequent realised returns, but LS has a negative 
one. 
Models 5 to 10 examine the effect of the combination of two fimdamental 
variables at one time. The results show that when two variables are put together into the 
regression model, both two coefficients of the variables become less significant. 
Models 11 to 14 examine the effect of the combination of three fijndamental 
variables. The results are not significant. In the model 15 which consists all four 
fimdamental variables together. The results are not significant, neither. Also, the results 
of model 15 totally disagree with those of univariate analysis. The signs of the 
coefficients of the fimdamental variables are opposite. 
For the portfolios are formed in terms of E/P only, the regression results are 
significant only when individual fundamental variable is considered. If one or more 
fimdamental variables are added, the results become not significant. 
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In Table 5，the portfolios are formed in terms of LS only. Models 1 to 4 show that 
only the coefficient of LS is significant when each individual fundamental variable is 
considered. But only LS has positive relationship with the subsequent realised returns. 
Models 5 to 15 examine the effect of different combination of the fundamental 
variables. It is noted that only when LS is included in the regression model, the results 
will become more significant. Otherwise, the results will become less significant The 
results in model 15 which include the four fundamental variables agrees with those of 
univariate analysis. 
In Table 6, the portfolios are formed in terms of B/M only. Models 1 to 4 show 
that the individual fundamental variables are not significant. Models 5 to 15 examine the 
effect of different combination of the fundamental variables. It is noted only the effects of 
LS and C/P are significant. The results in model 15 which include the four fundamental 
variables do not agree with those of univariate analysis because the coefficient of E/P has 
a negative sign and that of C/P has a positive one. 
In Table 7，the portfolios are formed in terms of C/P only. The formation of 
portfolio in terms of C/P do not provide significant results. In addition, the regression 
results of the fiill model 15 does not agree with those of univariate analysis. 
In summary, regression models with portfolios being formed in terms of different 
fundamental variables are not consistent. Results are not significant. Consequently, the 
portfolios should be formed by means of taking two fimdamental variables with an 
attempt to irr^rove the dispersion across portfolios. 
23 
Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 4 
groups with increasing E/P ratio. Totally 4 portfolios each with around 9 stocks are formed. 
Model R Square WP LS B/M C ^ 
T 0.9177 0.0640 
(0.1439) 
2. 0.9175 -0.0032 — — ^ ^ ^ 
(0.2531) 
3. 0.9172 0.0038 — — ^ — 
(0.5936) 
4. 0.9178 0.0618 
(0.1041) 
T 0.9177 0.0588 -0.0004 ^ — — — — — — 
(0.3596) (0.9127) 
6. 0.9177 0.0686 -0.0157 
(0.1701) (0.8463) 
~7. 0.9178 -0.0145 0.0735 
(0.9016) (0.4715) 
8. 0.9175 -0.0037 -0.0022 — ^ 
(0.3001) (0.8130) 
~9. 0.9178 -0.0002 0.0600 
(0.9600) (0.2483) 
10. 0.9178 -0.0010 0.0640 
(0.8953) (0.1241) ' 
"TI — 0.9177 0.0596 -0.0010 -0.0025 
(0.3548) (0.8226) (0.7831) 
~Y1. 0.9178 -0.0192 -0.0004 0.0734 
(0.8792) (0.9189) (0.4729) 
~13. 0.9178 -0.0107 -0.0008 0.07216 
； (0.9313) (0.9224) (0.4845) 
~\A. 0.9179 -0.0006 -0.0017 0.0596 — 
(0.8881) (0.8525) (0,2529) 
~15. 0.9179 -0.0159 -0.0008 -0.0015 0.0707 
(0.9013) (0.8678) (0.8699) (0.4955) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios，and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 4 
groups with increasing LS ratio. Totally 4 portfolios each with around 9 stocks are formed. 
Model R Square E/P LS B/M C ^ 
T 0.9094 -0.0089 ^ — — — . ^ ^ " 
(0.8945) 
2. 0.9100 0.0019 
(0.1720) 
3. 0.9094 -0.0010 — ~ “ 
(0.8960) 
4. 0.9094 -0.0087 
(0.8705) 
0.9102 0.0750 0.0028 — ^ ^ -
(0.3750) (0.1049) 
6. 0.9094 -0.0055 -0.0006 
(0.9520) (0.9555) 
7. 0.9094 0.0264 -0.0106 
(0.9841) (0.9530) 
8. 0.9102 0.0027 0.0073 — ^ — — 
(0.1143) (0.4197) 
9. 0.9101 0.0025 0.0420 
(0.1315) (0.5064) 
10. 0.9094 -0.0003 -0.0075 
(0.9806) (0.9202) 
U 0.9103 0.0546 0.0030 0.0044 
(0.5759) (0.0946) (0.6734) 
~12. 0.9102 0.0877 0.0028 -0.0116 
(0.5511) (0.1054) (0.9158) 
~\3. 0.9094 0.0035 -0.0003 -0.0097 
(0.9800) (0.9771) (0.9332) 
~14. 0.9102 0.0028 0.0058 0.0196 
(0.1110) (0.6001) (0.7975) 
0.9103 0.0819 0.0031 0.0053 -0.0285 
(0.5796) (0.0921) (0.6340) (0.8053) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 4 
groups with increasing B/M ratio. Totally 4 portfolios each with around 9 stocks are 
formed. 
Model R Square E ^ LS B/M C^P 
T 0.9163 0.0612 
(0.5039) 






T 0.9167 0.1194 0 . 0 0 4 1 ” ^ 
(0.2011) (0.2557) 
~6. 0.9163 0.0317 0.0011 
(0.6756) (0.7523) 
0.9171 -0.1497 0.1942 
(0.2536) (0.0893) 
0.9164 0.0022 0.0033 — ———— 
(0.4605) (0.3676) 
~9. 0.9178 0.0069 0.1916 
(0.0555) (0.0180)* 
" l a 0.9168 -0.0008 0.0819 
(0.9813) (0.1976) 
"IT 0.9168 0.1058 0.0047 0.0024 ^ 
(0.2704) (0.2084) (0.5298) 
~12. 0.9180 -0.0882 0.0062 0.2477 — 
(0.5154) (0.0955) (0.0366)* 
"13/ 0.9172 -0.1602 0.0011 0.1937 — 
(0.2396) (0.7709) (0.0907) 
~\A. 0.9179 0.0076 0.0022 0.1853 
(0.0447)* (0.5398) (0.0234)* 
0.9181 -0.1090 0.0070 0.0028 0.2529 
(0.4314) (0.0711) (0.4494) (0.0333)* 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
* Denotes significant at the 5% level. 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios，at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 4 
groups with increasing C/P ratio. Totally 4 portfolios each with around 9 stocks are formed. 
Model R Square E^P LS B/M C^P 
T 0.9265 0.0314 
(0.4673) 
2. 0.9263 -0.0005 
(0.8123) 
3. 0.9263 -0.0012 —^^ 
(0.8364) 
4. 0.9264 0.0168 
(0.6023) 
^ 0.9265 0.0478 0.0012 — ——— 
(0.4320) (0.7013) 
6. 0.9265 0.0395 -0.0032 
(0.3929) (0.6200) 
7. 0.9265 0.0788 -0.0379 
(0.5075) (0.6685) 
0.9264 -0.0012 -0.0031 
(0.6652) (0.6770) 
~9. 0.9264 0.0004 0.0207 
(0.8880) (0.6284) 
10. 0.9264 -0.0024 0.0206 
(0.7035) (0.5414) 
"TI 0.9265 0.0460 0.0006 -0.0026 ———————一 
(0.4513) (0.8702) (0.7236) 
12. 0.9266 0.0941 0.0012 -0.0373 
(0.4548) (0.7075) (0.6741) 
0.9266 0.0927 -0.0035 -0.0420 
(0.4471) (0.5937) (0.6372) 
1 A 0.9264 -0.0002 -0.0027 0.0188 — 
(0.9466) (0.7194) (0.6633) 
0.9266 0.0969 0.0005 -0.0030 -0.0411 
(0.4429) (0.8956) (0.6887) (0.6451) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
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Portfolio level regression analysis of returns and fundamental variables 
(ranked by two different fundamental variables) 
As there are only 33 Hang Seng Index constituent stocks, the formation of 
portfolios can only be done at two levels maximum so as to have at least 3 stocks in each 
portfolio. The formation of portfolios will be similar to the study in Japan, i.e. formed by 
E/P then LS. The portfolio is formed by sorting the stocks into 3 groups with increasing 
E/P ratio. Then within each group, the stocks are again sorted into 3 groups with 
increasing LS. Totally 9 portfolios each with around 4 stocks are formed. Table 8 shows 
correlation between the regressors in the regression model. The regression results are 
shown in Table 9. 
Table 8 
PORTFOLIO LEVEL (ranking by EP then LS) 
CORRELATION BETWEEN THE REGRESSORS 
IN THE REGRESSION ANALYSIS 
^ ^ ^ E/P LS B/M C ^ 
~E/P LOO ~~ 
LS -0.485 1.00 
(0.000) 
B/M 0.446 -0.485 1.00 
(0.000) (0.000) 
C/P 0.897 -0.441 0.486 1.00 
(0.000) (0.000) (0.000) 
(the numbers in parentheses are one-tailed significant levels, i.e. probabilities that the 
correlation = 0) 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficients of the dependent variables. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS)，book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 3 
groups with increasing E/P ratio. Then within each group, the stocks are again sorted into 3 
groups with increasing LS. Totally 9 portfolios each with around 4 stocks are formed. 
Model R Square E/P T s B/M C ^ 
T 0.8241 0.0294 
(0.4731) 
~2. 0.8245 0.0018 
(0.1563) 
3. 0.8241 0.0042 
(0.4341) 
4. 0.8241 0.0280 
(0.4197) 
0.8252 0.0750 0.0030 ^ ― — ^ 
(0.1080) (0.0435)* 
6. 0.8241 0.0189 0.0031 — ^ ^ 
(0.6795) (0.6050) 
7. 0.8241 -0.0014 0.0291 
(0.9883) (0.7118) 
0.8253 0.0031 0.0104 
(0.0397)* (0.0921) 
9. 0.8252 0.0029 0.0617 —— 
(0.0482)* (0,1105) 
~L0. 0.8242 0.0028 0.0195 
(0.6541) (0.6241) 
"TI 0.8256 0.0579 0.0037 0.0083 
(0.2323) (0.0192)* (0.1950) 
~U. 0.8252 0.0420 0.0030 0.0315 
(0.6583) (0.0431)* (0.6888) 
~13. 0.8242 -0.0025 0.0028 0.0213 —— 
(0.9785) (0.6540) (0.7912) 
~14. 0.8254 0.0035 0.0080 0.0446 
(0.0231)* (0.2258) (0.2776) 
~15. 0.8256 0.0485 0.0037 0.0082 0.0093 
(0.6097) (0.0199)* (0.2161) (0.9083) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient = 0) 
* Denotes significant at the 5% level. 
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As shown in Table 8，both E/P and C/P are highly correlated with r = 0.897. 
In Table 9, models 1 to 4 show that LS is relatively significant. All fundamental 
variables have positive relationship with the subsequent realised return. Models 5 to 10 
examine the effect of the combination of two fundamental variables. When LS is 
combined with other variables, both two fimdamental variables in the regression model 
become significant. The results of other models are not significant. 
Models 11 to 14 examine the effect of the combination of three fundamental 
variables together. Comparing the models 5 to 10 with those from 11 to 14, it can be 
found that incorporation of the LS will in^rove the significance of the results in the 
models. In model 15，when all four fundamental variables are included, the effect of C/P 
is the least significant. The results of model 15 do not agree with those of univariate 
analysis as the sign of C/P is positive. But it is noted that coefficient of C/P is not 
significant. 
Moreover, when models 11 and 15 are compared, it can be found that both 
values of R square of the two models are the same. In model 11, the results are relatively 
significant. As shown in model 15, incorporating C/P into the regression model reduce 
the significance of the results. 
A copy of the print-out of the regression results is shown in Appendix C. 
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Effects of order of agglomeration and different combinations 
In other to check the effect of the order of agglomeration of the fimdamental 
variables, regression analysis is conducted with portfolios being formed by ranking LS 
first and then E/P. A copy of the print-out of the regression results is shown in Appendix 
D. Also, the regression results are tabulated in Table 10. The results of model in Table 
10 agree with those in univariate analysis. Similar to Table 9，C/P has least significance k 
all models. When the models 11 and 15 in Table 10 are compared, it can be foirnd that 
the incorporation of C/P into the regression model reduce the significance of the model. 
Generally, both Tables 9 and 10 have similar results. In other words, the order of 
agglomeration of the fundamental variables does not affect the results significantly. Both 
two tables show that C/P is insignificant. E/P, LS and B/M are significant, in particular 
LS, the natural logarithm of market capitalisation. 
Furthermore, regression analyses are also conducted with two different sets of 
portfolios being formed: by ranking E/P first and then B/M; and by ranking C/P first 
then B/M. Tables 11 and 12 shows respectively the regression results with portfolios 
formed by ranking E/P first and then B/M and by ranking C/P first then B/M. 
From Table 11, it can be found the results are not significant. In addition, the sign of 
coefficient of E/P is not consistent over different models. When conqjared with the 
results in Table 9, it can be seen that those two sets of results are different. 
On the other hand, the results as shown in Table 12 are similar to those of Table 
9. An extract of the full models of regression results of the different portfolios formation 
is shown in Table 13 together with the finding in the study in Japan. 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios，the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 3 
groups with increasing LS values. Then within each group, the stocks are again sorted into 3 
groups with increasing E/P. Totally 9 portfolios each with around 4 stocks are formed. 
Model R Square E ^ ~ T s B/M C ^ 
T 0.8353 0.0290 — - — — — — — ^ ^ 
(0.4865) — 






T 0 . 8 3 6 0 0 . 0 6 4 0.0025 —^^ — — 
(0.1649) (0.0816) 
~6. 0.8353 0.0220 0.0020 
(0.6338) (0.7225) 
0.8353 0.0528 -0.0229 
(0.5336) (0.7471) 
0.8360 0.0025 0.0077 
(0.0832) (0.1801) 
~9. 0.8358 0.0021 0.0372 
(0.1237) (0.3215) 
~10. 0.8353 0.0027 0.0087 
(0.6274) (0.8183) 
"TI 0.8363 0.0506 0.0030 0.0059 
(0.2940) (0.0491)* (0.3248) 
12. 0.8361 0.0902 0.0025 -0.0249 
(0.3014) (0.0809) (0.7255) 
~\3. 0.8353 0.0460 0.0020 -0.0232 
(0.5961) (0.7193) (0.7435) 
~\A, 0.8361 0.0027 0.0067 0.0262 
(0.0652) (0.2602) (0.4999) 
0.8363 0.0780 0.0030 0.0060 -0.0263 
(0.3762) (0.0484)* (0.3216) (0.7105) 
(the numbers in parentheses are significant levels, Le. probabilities that the coefficient = 0) 
* Denotes significant at the 5% level. 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios，at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Bidex Constituent Stocks. The portfolio is formed by sorting the stocks into 3 
groups with increasing E/P ratio. Then within each group, the stocks are again sorted into 3 
groups with increasing B/M. Totally 9 portfolios each with around 4 stocks are formed. 
Model R Square E/P LS B/M C/P — 
T 0.8484 0.0522 —— 
(0.1956) 
~2. 0.8481 0.0007 
(0.6747) 




T 0.8488 0.0886 0.0027 
(0.0672) (0.1733) 
~6. 0.8484 0.0505 0.0004 
(0.2379) (0.9052) 
0.8484 0.0529 -0.0006 
(0.5496) (0.9935) 
0.8482 0.0012 0.0024 
(0.5108) (0.4584) 
0.8487 0.0023 0.0601 
(0.2371) (0.1113) 
" l a 0.8483 0.0007 0.0349 
(0.8282) (0.3014) 
~TI 0.8489 0.0849 0.0029 0.0014 
(0.0841) (0.1548) (0.6649) 
0.8488 0.0823 0.0027 0.0058 
(0.3654) (0.1729) (0.9347) 
0.8484 0.0511 0.0004 -0.0005 
(0.5689) (0.9053) (0.9944) 
"74； 0.8484 0.0026 0.0017 0.0574 
(0.2011) (0.5928) (0.1320) 
"T^ 0.8489 0.0778 0.0029 0.0066 0.0029 
‘ (0.3956) (0.1542) (0.9262) (0.6636) 
(the numbers in parentheses are significant levels, i.e. probabilities that the coefficient 二 0) 
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Table 11 
PORTFOLIO LEVEL (ranking by E/P then B/M) 一 
REGRESSION ANALYSIS OF THE EXCESS RETURN AND 
THE FOUR FUNDAMENTAL VARIABLES 
The figures shown inside the table are the coefficient of the dependent variable. 15 models 
have been used with different combination of the earning to price (E/P) ratios, the natural 
logarithm of market capitalisation (LS), book-to-market (B/M) ratios, and cash flow to 
price (C/P) ratios, at portfolio level in each March over the period from 1989 to 1994 for the 
Hang Seng Index Constituent Stocks. The portfolio is formed by sorting the stocks into 3 
groups with increasing C/P ratio. Then within each group, the stocks are again sorted into 3 
groups with increasing B/M. Totally 9 portfolios each with around 4 stocks are formed. 
Model R Square E/P H l S B/M C ^ 
T 0.8380 0.0330 
(0.4351) 




~4. 0.8379 0.0216 
(0.4981) 
T 0 . 8 3 8 3 0 . 0 7 4 1 0 .0031“ 
(0.1774) (0.2418) 
~6. 0.8380 0.0298 0.0008 — ^ ^ 
(0.4989) (0.8074) 
0.8380 0.0372 -0.0036 
(0.6962) (0.9605) 
0.8380 0.0014 0.0023 
(0.5327) (0.5069) 
~9. 0.8380 0.0026 0.0461 
(0.3106) (0.2493) 
"Ta 0.8380 0.0010 0.0193 
(0.7546) (0.5567) 
"TI 0.8384 0.0722 0.0035 0.0020 
(0.1900) (0,1990) (0.5591) 
0.8383 0.0697 0.0031 0.0039 
(0.4822) (0.2421) (0.9571) 
0.8380 0.0326 0.0008 -0.0023 
(0.7372) (0.8098) (0.9746) 
0.8383 0.0032 0.0023 0.0463 
(0.2403) (0.5024) (0.2479) 
0.8384 0.0628 0.0036 0.0020 0.0082 
— (0.5298) (0.1978) (0.5537) (0.9098) 
(the numbers in parentheses are significant levels，i.e. probabilities that the coefficient = 0) 
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Table 13 
COMPARISON OF THE DIFFERENT 
REGRESSION RESULTS ON FULL MODEL 
(i.e. all four fiindamental variables included) 
Specification Model R S q u a r e E ^ LS B M C/P 
Security 11 0.6292 0.0805 0.0029 0.0036 
level (0.0313)* (0.0198)* (0.1933) 
~ 1 4 0 . 6 2 8 5 0.0020 0.0047 0.0124 
(0.0859) (0.0890) (0.5994) 
15~~ 0.6293 0.1217 0.0029 0.0036 -0.0390 
(0.0154)* (0.0194)* (0.1928) (0.2197) 
E/P then L/S 11 0.8256 0.0579 0.0037 0.0083 
(0.2323) (0.0192)* (0.1950) 
14""“ 0.8254 0.0035 0.0080 0.0446 
(0.0231)* (0.2258) (0.2776) 
15 0.8256 0.0485 0.0037 0.0082 0.0093 
(0.6097) (0.0199)* (0.2161) (0.9083) 
LS then E/P 11 0.8363 0.0506 0.0030 0.0059 — 
(0.2940) (0.0491)* (0.3248) 
~ 1 4 0 . 8 3 6 1 0.0027 0.0067 0.0262 
(0.0652) (0.2602) (0.4999) 
~ ~ 1 5 ~ 0.8363 0.0780 0.0030 0.0060 -0.0263 
(0.3762) (0.0484)* (0.3216) (0.7105) 
E/P then 11 0.8489 0.0849 0.0029 0.0014 — 
B/M (0.0841) (0.1548) (0.6649) 
^ 1 4 0 . 8 4 8 4 0.0026 0.0017 0.0574 
(0.2011) (0.5928) (0.1320) 
1 5 0 . 8 4 8 9 0.0778 0.0029 0.0066 0.0029 
(0.3956) (0.1542) (0.9262) (0.6636) 
C/P then H 0 . 8 3 8 4 0.0722 0.0035 0.0020 
B/M (0.1900) (0.1990) (0.5591) 
1 4 0 . 8 3 8 3 0.0032 0.0023 0.0463 
(0.2403) (0.5024) (0.2479) 
1 5 0 . 8 3 8 4 0.0628 0.0036 0.0020 0.0082 
(0.5298) (0.1978) (0.5537) (0.9098) 
Japan 1 5 ~ -0.0005 ，0.0003 0.0034 0.0022 
(E/P, LS (-0.92)** (-1.15)** (3.03)** (2.07)** 
then B/M) 
Note: the numbers in parentheses are significant level, i.e. probabilities that the 
coefficient = 0. 
* Denotes significant at the 5% level. 
But for those in the study in Japan which are marked with **, the numbers are 
t-statistics. 
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From Tables 13，it can be found that after forming the portfolios, the values ofR 
square can be inqjroved. In addition, the LS is significant in all models. Corr^aring E/P 
and C/P, the effect of E/P is more significant than that of C/P even though E/P and C/P 
have high correlation. The value of R square of model no. 11 is greater than that of 
model 14. In addition, when the models 11 and 15 are conqjared, it can be found that 
injecting C/P does not greatly improve neither the value of R square nor the significance 
of the results. However, when the models 14 and 15 are con^ared, it can be found that 
injecting E/P greatly in^rove both the value of R square and the significance of the 
results. This reflects that C/P is subsumed in the influence of E/P. This finding is different 
from that in Japan. 
Corqjaring the results with different order of agglomeration, i.e. between the 
ranking of E/P then L/S and the ranking of LS then E/P, the results are similar. There is 
no significant difference in respect of the order of agglomeration. 
When a corr^arison is made among the different combinations of two 
fimdamental variables, it can be found that the results are similar with difference only in 
the values of R square and significance of the results. Roughly speaking, there are no 
differences among different combinations of fimdamental variables because the value of 
R square is around 0.83 and the significance of the results show similar pattern. In 
addition, similar pattern is observed at security level. In summary, the regression results 
are independent on the specification of the model. E/P, LS and B/M are significant to the 
subsequent realised return. 
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Moreover, when con^ared with the findings in Japan, the findings are different. 
In the study in Japan, both two coefficients for E/P and LS are negative whilst those for 
B/M and C/P are positive. In this study, the coefficients for all ftuidamental variables in 
model 15 are positive. Moreover, the magnitude of the coefficients of the fundamental 
variables are much greater than those in the study in Japan. Thus, for the Hang Seng 
Index constituent stocks, the earning yield and size effect have positive and notable 
relationship with the returns. 
Furthermore, the results of the study in Japan are not significant, only the t-
statistic of B/M and C/P is greater than 2. In this research project, the E/P，LS and B/M 
are significant but C/P is not significant. This reflects that the earning to price ratio, 
natural logarithm of market capitalisation and book-to-market ratio are dominant in 
Hang Seng Index constituent stocks. 
Also, the study in Japan finds that the effect of E/P is subsumed by the influence 
of C/P. But in this study, the effect of C/P is subsumed by the influence of E/P. Thus, in 
the financial ratio analysis, it is more statistically significant and economical to employ 
E/P rather than C/P. 
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CHAPTER V 
SUMMARY AND CONCLUDING REMARKS 
The cross-sectional relationship between financial variables and stock returns has 
been studied extensively in the U. S. and Japan. This research project examined the 
cross-sectional relationship between the returns of the Hang Seng Index constituent 
stocks and the four fundamental variables: earning to price ratio, natural logarithm of 
market capitalisation, book-to-market ratio and cash flow yield. Similar approach in the 
previous studies in the U. S. and Japan has been adopted so as to make a comparison 
among the findings. 
This research project also took into consideration the survivorship bias and 
look-ahead bias which have been neglected in the previous similar studies in Hong Kong. 
The survivorship refers to the misleading conclusion from the sample which excludes the 
delisted comqpanies and contains the stocks in existence only. The data used in this 
research project are the accounting information and monthly return of the Hang Seng 
Index constituent stocks between 1988 and 1994. During this period, the stocks which 
were delisted or removed from the Hang Seng Index as a result of failure of complying 
with the criteria were included in the data sample. Moreover, the stock prices were taken 
three months later than the end of financial year. This ensures that the accounting 
information has been well received by the public, and may even err on conservative side. 
Thus, the look ahead bias is avoided. The period of 1988 and 1994 is chosen as the 
annual reports before 1988 are not complete and the market crash in 1987 greatly affects 
the data sample. 
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Also, the research was conducted at both security and portfolio levels. At 
security level, the analysis was straight forward. At portfolio levels, different formations 
of portfolios were established. 
Univariate analysis of the data in this research project does not produce clear 
monotonic relationship between each individual fundamental variable and the subsequent 
realised returns. Roughly speaking, the subsequent realised returns over the risk free rate 
varies positively with E/P, LS and B/M, but negatively with C/P. 
Regression analysis at security level produces significant results. 
The foil model with four fimdamental variables together agrees with the results in the 
univariate analysis. There is a significant relationship between excess return and four 
fimdamental variables. 
Regression analysis at portfolio levels generally produces higher values of R 
square at the expense of significance. For the portfolios being ranked by one fimdamental 
variable only, the results are not consistent and significant. Results are subject to 
specification of the portfolios being ranked by which fundamental variable. 
Portfolios formed by means of agglomeration of two fimdamental variables helps 
inqjrove the R square of regression. This research project also finds that the results of 
regression analysis are independent on the order of the agglomeration of the fimdamental 
variables and the specification of the agglomeration of the fundamental variables. 
Earning to price ratio, natural logarithm of market capitalisation and book-to-
market ratio are found to be dominant in the data sample. The effect of cash flow yield is 
subsumed by the influence of the earnings to price ratio. This is different from the finding 
in Japan. 
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Earning to price ratio has been extensively used by the investment analyst to 
predict return. But it is surprised to find that cash flow yield is not significant as cash flow 
yield is highly correlated with E/P and contain more information about cash, i.e. 
depreciation. In this research project, the earning to price ratio is found to be statistically 
and economically more efficient than cash flow yield. In practice, it is hard to disentangle 
the effect of the cash flow yield. If other fiindamental variable is added to the model, the 
coefficient of the cash flow yield becomes insignificantly different from zero. 
Also, the natural logarithm of market capitalisation has significant and positive 
relationship with the equity return which is different from the findings in Japan and the U. 
S. This research project reveals that among the Hang Seng Index constituent stocks, the 
big firms out-perform the small ones. Moreover, in the previous studies in Hong Kong, 
this effect is not observed because the previous studies do not take the natural logarithm 
of market capitalisation. 
Moreover, the coefficients of book-to-market ratio is also significant However, 
this ratio is not so popular among the Hong Kong investors. 
The selection of those fimdamental variables is motivated by the results of the 
previous studies in Japan and U. S. Differences of the findings may be attributed to the 
volatility of Hong Kong stock market. 
The results of this research suggests that there are other factors explaining the 
returns of the Hang Seng Index constituent stocks. At least, earning to price ratio, 
natural logarithm of market capitalisation and book-to-market ratio as well as the 
formation of portfolio should be taken into account in predicting the returns of the 
stocks. 
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The san^jle size of this study comprises only the Hang Seng Lidex constituent 
stocks. In order to gain a more clear picture, more samples should be included in the 
fixture study. Nonetheless, this study reveals that there is a positive correlation between 
the returns of the Hang Seng Index constituent stocks and the following three financial 
ratios: the earning to price ratio, natural logarithm of the market capitalisation and 
book-to-market ratio. Thus, to have better investment, the portfolio with stocks having 
high earning to price ratio, natural logarithm of the market capitalisation and book-to-
market ratio will generate more profit. 
Moreover, as shown in the study, the earning to price ratio subsumes the effect of 
the cash flow yield. Thus，the earning of price ratio should be used in the financial ratio 
analysis rather than the cash flow yield. 
This research project suggests that earning to price ratio, natural logarithm of the 
market capitalisation and book-to-market ratio have in^portant roles in the asset pricing. 
Atten^ts to modify the capital asset pricing model to account for those 'missing factors' 
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APPENDIX A 
List of Hang Seng Index Constituent Stocks during the period from 1989 to 1994 
Fiscal Year I I 
I 
1989 1990 I 1991 1992 ! 1993 1994 
end in i I I ! 
AMOY PROPERTIES Jun I I . Y I I 
BANK OF EAST ASI Dec I Y Y T y Y Y Y I 
CATHA Y PACIFIC Dec Y Y Y I Y i Y Y I 
Cavendish Int. ffids. Ltd Dec Y Y I Y i 
CHEUNG KONG HDG. Dec Y Y Y ! Y I Y I Y 
CHINA LT. & POWER Sept ! Y Y T Y ! Y Y Y I 
CmCPACIFIC Dec I I I Y Y ! Y I ! 
Dairy Farm Int. ffids. Ltd Dec I Y Y I y ! Y Y Y 
GREAT EAGLE Sept I Y Y Y ! Y Y ! Y 
GUANGDONG INV. Dec I ! Y i 
HANG LUNG DEV. Jun i y I Y Y Y Y Y 
HANG SENG BANK Dec Y I Y Y ! Y Y Y 
HENDERSON LD.DEV Jun ! Y I Y I Y Y Y Y ; I 
HK. AIRCRAFT ENG Dec ! Y Y i y y y Y 
HK.& CHINA GAS Dec ! y i Y I Y Y Y Y 
HK.& SHAI. HOTEL Dec Y Y -, i Y Y Y Y 
HK.TELECOM Mar I y Y Y Y Y Y 
HONG KONG ELECTR Dec ! Y I Y Y Y Y Y ! 
Hongkong Land Holdings Ltd Dec I y i y ! Y . Y Y Y i 
HOPEWELL HDG. Jun I Y i y 1 y ! y y y 
HSBC Holdings plc Dec Y I Y i Y i y Y Y 
HUTCHISON WHAMP. Dec I y y y ! y Y Y 
HYSANDEV. Dec Y Y Y I Y Y i Y 
Jardine Matheson ffids. Ltd Dec ! Y Y I Y i Y Y I 
Jardine Strategic ffids. Ltd Dec i y I Y Y I Y Y I 
JHNSN.ELEC.HDG. Mar . I i Y I 
KOWLOON MTR.BUS Dec Y I Y i Y i Y I 
LA! SUN GARMINT Jul Y Y I y y i Y 
Mandarin Oriental Int. Ltd Dec Y I Y Y Y Y Y 
MIRAMAR HTL.INV. Mar Y 1 y ! Y Y Y Y I i 
NEW WORLD DEV. Jl.m Y I y y : y y y 
ORIENTAL PRESS Mar I ! Y i 
SHUN TAK HOLDING Dec ! i Y Y 
SUN HUNG KAI PRO Jl.m Y Y ! Y Y Y Y i 
SWIRE PACIFIC A Dec Y Y i y y i Y Y 
TV.BROADCASTS Dec Y ! Y Y Y i y y 
WHARFHDG. Dec Y Y I Y Y Y Y I I 
Mar (Before I I i WHEELOCK ! Y I Y I y y y y 1991, Dec) ! I I ; 
WINSOR INDL. Mar ! y i y ! y y y 
Note: 'Y stands that the stock is the Hang Seng Index constituent stock in that year 
APPENDIXB 
Print-out of the Regression Results at Security Level 
14 Ma.r 96 SPSS for MS WINDOWS Release 6.0 Page 1 
Data written to the working file. 
6 variables and 2376 cases written. 
Variable: A Type: Number Format: F20.2 
Variable: B Type: Number Format: F11.2 
Variable: C Type: Number Format: F17.2 
Variable: D Type: Number Format: F17.2 
Variable: E Type: Number Format: F17.2 
Variable: F Type: Number Format: Fll.2 
,. 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 2 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Mean Std Dev Label 
EXRET .011 .102 
BM .689 .493 
CFY .094 .057 
EP .079 .039 
EXHSI .013 .080 
SIZE 23.486 1.169 
N of Cases = 2376 
Correlation, 1-tailed Sig: 
EXRET BM CFY EP EXHSI SIZE 
EXRET 1.000 .060 .044 .060 .792 -.004 
.002 .015 .002 .000 .415 
BM .060 1.000 .223 .311 .054 -.294 
.002 .000 .000 .004 .000 
CFY .044 .223 1.000 .714 .050 -.307 
.015 .000 .000 .007 .000 
EP .060 .311 .714 1.000 .049 -.435 
.002 .000 .000 .008 .000 
EXHSI .792 .054 .050 .049 1.000 -.024 
.000 .004 .007 .008 .122 
SIZE -.004 -.294 -.307 -.435 -.024 1.000 
.415 .000 .000 .000 .122 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
Descriptive Statistics are printed on Page 2 
Block Number 1. Method: Enter 
BM CFY EP EXHSI SIZE 
Variable(s) Entered 
1. . SIZE 

















Sum of Squares 
15.60258 
9.18747 
F = 804.96866 Signif F .0000 




Below Diagonal: Covariance Above: Correlation 
SIZE EXHSI BM CFY EP 
SIZE 1.525E-06 -.00456 .18549 -.00577 .28519 
EXHSI -9.041E-08 2.578E-04 -.04071 -.02155 -.01033 
BM 6.358E-07 -1.814E-06 7.705E-06 -.00112 -.15639 
CFY -2.266E-07 -1.101E-05 -9.886E-08 .00101 -.66792 
EP 1.768E-05 -8.323E-06 -2.179E-05 -.00107 .00252 
Page 3 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 4 
* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
---------------------- Variables in the Equation -----------------------
Variable B SE B 95% Confdnce Intrvl B Beta 
BM .003616 .002776 -.001827 .009059 .017459 
CFY -.039042 .031801 -.101402 .023319 -.021923 
EP .121669 .050193 .023243 .220095 .046317 
EXHSI 1.013371 .016058 .981882 1.044859 .790964 
SIZE .002889 .001235 4.67795E-04 .005311 .033067 
(Constant) -.078230 .030619 -.138274 -.018186 
----------- in ------------
Variable T Sig T 
BM 1.303 .1928 
CFY -1.228 .2197 
EP 2.424 .0154 
EXHSI 63.108 .0000 
SIZE 2.340 .0194 
(Constant) -2.555 .0107 
End Block Number 1 All requested variables entered. 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EP 















Sum of Squares 
15.57261 
9.21744 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EP .057023 .032921 .021707 1.732 .0834 
EXHSI 1.013697 .016056 .791219 63.133 .0000 
(Constant) -.006462 .002887 -2.239 .0253 
End Block Number 1 All requested variables entered. 
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14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1. . SIZE 
2. . EXHSI 
Multiple R 
R Square 












Sum of Squares 
15.56621 
9.22384 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.015505 .016047 .792630 63.282 .0000 
SIZE .001272 .001094 .014559 1.162 .2452 
(Constant) -.031876 .025741 -1.238 .2157 
End Block Number 1 All requested variables entered. 
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14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on step Number 
1.. BM 
2. . EXHSI 
Multiple R 
R Square 











Sum of Squares 
15.56831 
9.22174 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013872 .016064 .791355 63.114 .0000 
BM .003571 .002597 .017243 1.375 .1692 
(Constant) -.004441 .002201 -2.018 .0437 
End Block Number 1 All requested variables entered. 
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Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on step Number 
1.. CFY 
2. . EXHSI 
Multiple R 
R Square 













Sum of Squares 
15.56154 
9.22852 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.014750 .016067 .792040 63.157 .0000 
CFY .008582 .022333 .004819 .384 .7008 
(Constant) -.002795 .002455 -1.138 .2551 
End Block Number 1 All requested variables entered. 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s} Entered on Step Number 
















Sum of Squares 
15.59017 
9.19988 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013797 .016045 .791297 63.186 .0000 
EP .090776 .036522 .034557 2.486 .0130 
SIZE .002582 .001214 .029555 2.128 .0335 
(Constant) -.069769 .029893 -2.334 .0197 
End Block Number 1 All requested variables entered. 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 

















Sum of Squares 
15.57564 
9.21441 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013121 .016070 .790769 63.042 .0000 
EP .047569 .034619 .018109 1.374 .1695 
BM .002411 .002730 .011643 .883 .3772 
(Constant) -.007373 .003066 -2.405 .0162 
End Block Number 1 All requested variables entered. 
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14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on Step Number 
1. . CFY 
2. . EXHSI 
3. . EP 
Multiple R 
R Square 










Sum of Squares 
15.57833 
9.21172 






Variables in the Equation 
------------------
Variable B SE B Beta T Sig T 
, EXHSI 1.014118 .016059 .791547 63.151 .0000 
EP .097628 .046947 .037165 2.080 .0377 
CFY -.038611 .031829 -.021681 -1.213 .2252 
(Constant) -.006039 .002907 -2.077 .0379 
End Block Number 1 All requested variables entered. 
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14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 

















Sum of Squares 
15.57873 
9.21132 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.014096 .016059 .791530 63.148 .0000 
SIZE .001874 .001144 .021453 1.638 .1015 
BM .004876 .002715 .023540 1.796 .0727 
(Constant) -.049365 .027511 -1.794 .0729 
End Block Number 1 All requested variables entered. 
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14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1. • CFY 














Sum of Squares 
15.56856 
9.22149 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.014944 .016065 .792192 63.178 .0000 
SIZE .001546 .001150 .017691 1.344 .1789 
CFY .018235 .023455 .010240 .777 .4370 
(Constant) -.040006 .027786 -1.440 .1501 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 















Sum of Squares 
15.56834 
9.22171 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013819 .016080 .791314 63.049 .0000 
CFY .001906 .022893 .001070 .083 .9337 
BM .003523 .002663 .017007 1.323 .1861 
(Constant) -.004585 .002803 -1.636 .1020 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . SIZE 
on Step Number 
2.. EXHSI 
3.. BM 
4. . EP 
Multiple R 
R Square 










Sum of Squares 
15.59674 
9.19331 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.012946 .016056 .790632 63.090 .0000 
BM .003613 .002776 .017441 1.301 .1933 
EP .080511 .037359 .030649 2.155 .0313 
SIZE .002881 .001235 .032967 2.332 .0198 
(Constant) -.078442 .030622 -2.562 .0105 
End Block Number 1 All requested variables entered. 
SIZE 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable . . EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on Step Number 
1. . CFY 
2.. EXHSI 
3. . SIZE 
4. . EP 
Multiple R 
R Square 










Sum of Squares 
15.59600 
9.19405 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.014222 .016047 .791629 63.204 .0000 
EP .131896 .049582 .050210 2.660 .0079 
SIZE .002591 .001214 .029652 2.135 .0329 
CFY -.038995 .031805 -.021897 -1.226 .2203 
(Constant) -.069548 .029890 -2.327 .0201 
End Block Number 1 All requested variables entered. 
CFY 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1.. BM 
on Step Number 















Sum of Squares 
15.58136 
9.20869 






Variables in the Equation 
------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013542 .016073 .791098 63.060 .0000 
EP .088176 .048154 .033567 1.831 .0672 
CFY -.038612 .031830 -.021682 -1.213 .2252 
BM .002412 .002730 .011643 .883 .3771 
(Constant) -.006950 .003085 -2.253 .0244 
End Block Number 1 All requested variables entered. 
BM 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation h~er 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . SIZE 
















Sum of Squares 
15.57980 
9.21025 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.013773 .016073 .791278 63.072 .0000 
CFY .012446 .023691 .006989 .525 .5994 
BM .004669 .002744 .022540 1.701 .0890 
SIZE .002036 .001185 .023297 1.718 .0859 
(Constant) -.054171 .028996 -1.868 .0619 
End Block Number 1 All requested variables entered. 





Print-out of the Regression Results at Portfolio Level (EIP then LS) 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 1 
Data written to the working file. 
6 variables and 648 cases written. 
Variable: A Type: Number Format: F11.2 
Variable: B Type: Number Format: F11.2 
Variable: C Type: Number Format: F11.2 
Variable: D Type: Number Format: F11.2 
Variable: E Type: Number Format: Fll.2 
Variable: F Type: Number Format: Fll.2 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 2 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Mean Std Dev Label 
EXRET .011 .088 
BM .697 .270 
CFY .095 .042 
EP .079 .036 
EXHSI .013 .080 
SIZE 23.381 1.118 
N of Cases = 648 
Correlation, 1-tailed Sig: 
EXRET BM CFY EP EXHSI SIZE 
EXRET 1.000 .104 .074 .060 .908 .000 
.004 .029 .062 .000 .498 
BM .104 1.000 .486 .446 .101 -.485 
.004 .000 .000 .005 .000 
CFY .074 .486 1.000 .897 .067 -.441 
.029 .000 .000 .043 .000 
EP .060 .446 .897 1.000 .054 -.485 
.062 .000 .000 .087 .000 
EXHSI .908 .101 .067 .054 1.000 -.026 
.000 .005 .043 .087 .258 
SIZE .000 -.485 -.441 -.485 -.026 1.000 
.498 .000 .000 .000 .258 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
Descriptive Statistics are printed on Page 2 
Block Number 1. Method: Enter 
BM CFY EP EXHSI SIZE 


















Sum of Squares 
4.15899 
.87829 
F = 608.01687 Signif F .0000 




Below Diagonal: Covariance Above: Correlation 
SIZE EXHSI CFY BM EP 
SIZE 2.S22E-06 -.03044 -.06426 .35003 .23019 
EXHSI -8.863E-07 3.361E-04 -.02400 -.08394 .01037 
CFY -8.213E-06 -3.S42E-OS .00648 -.22252 -.85984 
BM 3.668E-06 -1.01SE-OS -1.182E-04 4.3S4E-OS .05561 
EP 3.471E-OS 1.80SE-OS -.00657 3.484E-05 .00902 
Page 3 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
---------------------- Variables in the Equation -----------------------
Variable B SE B 95% Confdnce Intrvl B Beta 
BM .008170 .006598 -.004787 .021127 .025011 
CFY .009276 .080484 -.148768 .167320 .004421 
EP .048500 .094951 -.137953 .234953 .019616 
EXHSI 1.000863 .018333 .964863 1.036863 .905041 
SIZE .003705 .001588 5.86703E-04 .006823 .046940 
(Constant) -.099283 .040220 -.178261 -.020305 
----------- in ------------
Variable T Sig T 
BM 1.238 .2161 
CFY .115 .9083 
EP .511 .6097 
EXHSI 54.593 .0000 
SIZE 2.333 .0199 
(Constant) -2.469 .0138 
End Block Number 1 All requested variables entered. 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EP 















Sum of Squares 
4.15108 
.88620 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EP .029355 .040891 .011873 .718 .4731 
EXHSI 1.003108 .018290 .907071 54.844 .0000 
(Constant) -.004593 .003555 -1.292 .1969 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on Step Number 
1.. SIZE 
2. . EXHSI 
Multiple R 
R Square 










Sum of Squares 
4.15313 
.88415 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.004473 .018249 .908305 55.043 .0000 
SIZE .001849 .001302 .023420 1.419 .1563 
(Constant) -.045499 .030495 -1.492 .1362 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 
2. . EXHSI 
Multiple R 
R Square 











Sum of Squares 
4.15121 
.88607 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002366 .018356 .906399 54.608 .0000 
BM .004243 .005422 .012990 .783 .4341 
(Constant) -.005210 .004035 -1.291 .1971 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on step Number 
1.. CFY 
2. . EXHSI 
Multiple R 
R Square 











Sum of Squares 
4.15126 
.88601 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002815 .018304 .906806 54.788 .0000 
CFY .028044 .034730 .013365 .807 .4197 
(Constant) -.004908 .003584 -1.369 .1713 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on step Number 
















Sum of Squares 
4.15667 
.88061 





------------------ Variables in the Equation ------------------ , 
Variable B SE B Beta T Sig T 
EXHSI 1.003090 .018247 .907055 54.974 .0000 
EP .075046 .046630 .030353 1.609 .1080 
SIZE .003008 .001487 .038107 2.023 .0435 
(Constant) -.078548 .036733 -2.138 .0329 
End Block Number 1 All requested variables entered. 
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* * * * M U L T l P L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 















Sum of Squares 
4.15144 
.88583 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002292 .018368 .906333 54.566 .0000 
EP .018871 .045655 .007633 .413 .6795 
BM .003133 .006054 .009591 .517 .6050 
(Constant) -.005934 .004401 -1.348 . 1780 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1. . CFY 
2. . EXHSI 
3. . EP 
Multiple R 
R Square 










Sum of Squares 
4.15126 
.88601 





Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXijSI 1.00281:L .018320 .906802 54.738 .0000 
EP -.001357 .092628 -5.488E-04 -.015 .9883 
CFY .029078 .078679 .013858 .370 .7].18 
(Con~tant) -.004898 .003652 -1.341 .1804 
Enq Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 
2.. EXHSI 
3. . SIZE 
Multiple R 
R Square 











Sum of Squares 
4.15702 
.88026 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.001354 .018316 .905485 54.670 .0000 
SIZE .003067 .001488 .038854 2.061 .0397 
BM .010434 .006186 .031943 1.687 .0921 
(Constant) -.081218 .037091 -2.190 .0289 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 

















Sum of Squares 
4.15662 
.88065 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002646 .018263 .906653 54.902 .0000 
SIZE .002868 .001449 .036341 1.980 .0482 
CFY .061~88 .038595 .029399 1.598 .1105 
(Constant) -.075152 .035663 -2.107 .0355 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
















Sum of Squares 
4.15154 
.88574 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002174 .018371 .906226 54.553 .0000 
CFY .019456 .039683 .009272 .490 .6241 
BM .002777 .006195 .008501 .448 .6541 
(Constant) -.006024 .004366 -1.380 .1681 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . EP 
on step Number 
2.. EXHSI 
3.. BM 
4. . SIZE 
Multiple R 
R Square 










Sum of Squares 
4.15897 
.87831 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.000914 .018314 .905086 54.653 .0000 
BM .008339 .006428 .025529 1.297 .1950 
SIZE .003717 .001583 .047089 2.347 .0192 
EP .057910 .048441 .023422 1.195 .2323 
(Constant) -.099547 .040123 -2.481 .0134 
End Block Number 1 All requested variables entered. 
EP 
Page 15 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1.. CFY 
2. . EXHSI 
3. . SIZE 
4. . EP 
Multiple R 
R Square 










Sum of Squares 
4.15689 
.88039 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002769 .018276 .906764 54.868 .0000 
SIZE .003017 .001488 .038220 2.027 .0431 
EP .041962 .094844 .016972 .442 .6583 
CFY .031452 .078499 .014989 .401 .6888 
(Constant) -.079096 .036783 -2.150 .0319 
End Block Number 1 All requested variables entered. 
CFY 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1.. BM 
on step Number 















Sum of Squares 
4.15154 
.88574 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.002165 .018388 .906218 54.501 .0000 
EP -.002496 .092720 -.001009 -.027 .9785 
CFY .021344 .080595 .010172 .265 .7912 
BM .002781 .006202 .008515 .448 .6540 
(Constant) -.006008 .004413 -1.361 .1739 
End Block Number 1 All requested variables entered. 
BM 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on Step Number 
1.. SIZE 















Sum of Squares 
4.15863 
.87865 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.000766 .018322 .904953 54.622 .0000 
CFY .044624 .041068 .021267 1.087 .2776 
BM .007982 .006584 .024437 1.212 .2258 
SIZE .003518 .001544 .044574 2.278 .0231 
(Constant) -.094274 .038984 -2.418 .0159 




Print-out of the Regression Results at Portfolio Level (LS then EIP) 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 1 
Data written to the working file. 
6 variables and 648 cases written. 
Variable: A Type: Number Format: F17.2 
Variable: B Type: Number Format: F20.2 
Variable: C Type: Number Format: F11.2 
Variable: D Type: Number Format: F11.2 
Variable: E Type: Number Format: F11.2 
Variable: F Type: Number Format: Fll.2 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 Page 2 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Mean Std Dev Label 
EXRET .011 .088 
BM .689 .276 
CFY .091 .041 
EP .076 .034 
EXHSI .013 .080 
SIZE 23.494 1.104 
N of Cases = 648 
Correlation, I-tailed Sig: 
EXRET BM CFY EP EXHSI SIZE 
EXRET 1.000 .093 .069 .061 .914 -.002 
.009 .039 .061 .000 .476 
BM .093 1.000 .383 .431 .091 -.455 
.009 .000 .000 .010 .000 
CFY .069 .383 1.000 .871 .068 -.375 
.039 .000 .000 .042 .000 
EP .061 .431 .871 1.000 .054 -.438 
.061 .000 .000 .084 .000 
EXHSI .914 .091 .068 .054 1.000 -.025 
.000 .010 .042 .084 .265 
SIZE -.002 -.455 -.375 -.438 -.025 1.000 
.476 .000 .000 .000 .265 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
Descriptive Statistics are printed on Page 2 
Block Number 1. Method: Enter 
BM CFY EP EXHSI SIZE 
Variable(s) Entered on Step Number 

















Sum of Squares 
4.22403 
.82667 
F = 656.08829 Signif F .0000 




Below Diagonal: Covariance Above: Correlation 
SIZE EXHSI CFY BM EP 
SIZE 2.266E-06 -.02431 -.02190 .32958 .18355 
EXHSI -6.507E-07 3.161E-04 -.04059 -.07867 .02118 
CFY -2.335E-06 -5.111E-05 .00502 -.02032 -.83673 
BM 2.983E-06 -8.408E-06 -8.653E-06 3.614E-05 -.13967 
EP 2.434E-05 3.317E-05 -.00522 -7.397E-05 .00776 
Page 3 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Equation Number 1 Dependent Variable .. EXRET 
---------------------- Variables in the Equation -----------------------
Variable B SE B 95% Confdnce Intrvl B Beta 
BM .005964 .006012 -.005842 .017769 .018645 
CFY -.026299 .070827 -.165379 .112782 -.012094 
EP .077999 .088089 -.094978 .250976 .030011 
EXHSI 1.010204 .017778 .975294 1.045114 .912273 
SIZE .002977 .001505 2.11101E-05 .005933 .037215 
(Constant) -.079731 .038053 -.154454 -.005007 
----------- in ------------
Variable T Sig T 
BM .992 .3216 
CFY -.371 .7105 
EP .885 .3762 
EXHSI 56.823 .0000 
SIZE 1.978 .0484 
(Constant) -2.095 .0365 
End Block Number 1 All requested variables entered. 
14 Mar 96 SPSS for MS WINDOWS Release 6.0 
* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EP 















Sum of Squares 
4.21870 
.83200 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EP .028961 .041596 .011143 .696 .4865 
EXHSI 1.011296 .017723 .913259 57.062 .0000 
(Constant) -.004354 .003458 -1.259 .2085 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 















Sum of Squares 
4.22012 
.83058 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.012517 .017687 .914361 57.247 .0000 
SIZE .001613 .001278 .020159 1.262 .2074 
(Constant) -.040055 .030057 -1 . 333 .1831 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
















Sum of Squares 
4.21857 
.83213 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.010959 .017772 .912955 56.884 .0000 
BM .003180 .005134 .009941 .619 .5359 
(Constant) -.004338 .003794 -1.143 .2533 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1.. CFY 
2. . EXHSI 
Multiple R 
R Square 










Sum of Squares 
4.21833 
.83237 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011426 .017742 .913376 57.009 .0000 
CFY .015593 .034839 .007171 .448 .6546 
(Constant) -.003568 .003452 -1.034 .3017 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on step Number 
1. . SIZE 














Sum of Squares 
4.22261 
.82809 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011328 .017695 .913288 57.154 .0000 
EP .064224 .046190 .024711 1.390 .1649 
SIZE .002477 .001420 .030962 1.744 .0816 
(Constant) -.065224 .035069 -1.860 .0634 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 















Sum of Squares 
4.21886 
.83184 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.010819 .017786 .912828 56.834 .0000 
EP .021952 .046062 .008446 .477 .6338 
BM .002019 .005684 .006313 .355 .7225 
(Constant) -.005206 .004210 -1.237 .2167 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 

















Sum of Squares 
4.21883 
.83187 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011539 .017751 .913478 56.985 .0000 
EP .052752 .084688 .020297 .623 .5336 
CFY -.022876 .070915 -.010520 -.323 .7471 
(Constant) -.004091 .003554 -1.151 .2501 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on Step Number 
1.. BM 
2.. EXHSI 
3. . SIZE 
Multiple R 
R Square 











Sum of Squares 
4.22244 
.82826 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.010372 .017748 .912424 56.929 .0000 
SIZE .002488 .001434 .031103 1.735 .0832 
BM .007724 .005756 .024148 1.342 .1801 
(Constant) -.065914 .035689 -1.847 .0652 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 
Variable(s) Entered on step Number 
1.. CFY 
2.. EXHSI 
3. . SIZE 
Multiple R 
R Square 











Sum of Squares 
4.22139 
.82931 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011403 .017723 .913355 57.068 .0000 
SIZE .002124 .001378 .026551 1.542 .1237 
CFY .037233 .037526 .017123 .992 .3215 
(Constant) -.055428 .033816 -1.639 .1017 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter 



















Sum of Squares 
4.21863 
.83207 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.010813 .017797 .912822 56.797 .0000 
CFY .008657 .037672 .003981 .230 .8183 
BM .002696 .005552 .008428 .486 .6274 
(Constant) -.004788 .004271 -1.121 .2627 
End Block Number 1 All requested variables entered. 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . BM 
on Step Number 
2.. EXHSI 
3. . EP 
4. . SIZE 
Multiple R 
R Square 










Sum of Squares 
4.22386 
.82684 






Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.009936 .017751 .912031 56.893 .0000 
EP .050632 .048207 .019481 1.050 .2940 
SIZE .002965 .001504 .037062 1.971 .0491 
BM .005918 .006007 .018503 .985 .3248 
(Constant) -.079712 .038027 -2.096 .0365 
End Block Number 1 All requested variables entered. 
BM 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered on Step Number 
1. . CFY 















Sum of Squares 
4.22277 
.82793 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011592 .017723 .913526 57.079 .0000 
EP .090205 .087224 .034708 1.034 .3014 
SIZE .002485 .001421 .031063 1.748 .0809 
CFY -.024871 .070812 - . 011438 -.351 .7255 
(Constant) -.065136 .035093 -1.856 .0639 
End Block Number 1 All requested variables entered. 
CFY 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . BM 
on step Number 
2.. EXHSI 














Sum of Squares 
4.21900 
.83170 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.011059 .017813 .913045 56.760 .0000 
EP .046023 .086788 .017708 .530 .5961 
CFY -.023231 .070970 -.010683 -.327 .7435 
BM .002045 .005689 .006394 .360 .7193 
(Constant) -.004950 .004285 -1.155 .2484 
End Block Number 1 All requested variables entered. 
BM 
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* * * * M U L TIP L E R E G RES S ION * * * * 
Listwise Deletion of Missing Data 
Equation Number 1 Dependent Variable .. EXRET 
Block Number 1. Method: Enter EXHSI 
Variable(s) Entered 
1. . SIZE 
on Step Number 
2.. EXHSI 
3.. CFY 
4. . BM 
Multiple R 
R Square 










Sum of Squares 
4.22302 
.82768 





------------------ Variables in the Equation ------------------
Variable B SE B Beta T Sig T 
EXHSI 1.009871 .017771 .911972 56.827 .0000 
CFY .026176 .038780 .012038 .675 .4999 
BM .006707 .005952 .020970 1.127 .2602 
SIZE .002732 .001479 .034157 1.847 .0652 
(Constant) -.073320 .037352 -1.963 .0501 
End Block Number 1 All requested variables entered. 
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